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KEY ECONOMIC INDICATORS 


(All values in millions of dollars unless otherwise indicated) 
Exchange Rate: 1 Rial Omani = $2.92 


1977* 1978 % Change 1979 


Income and Production 


GNP at current prices 2124. 2227. +4.8 
Government investment wees 555. -17.3% 
Private investment 236. 265. +12 .47% 
Crude oil production (000 b/d) 340. 314. -7.6 
Private sector expatriate 

labor (000) 96. 102. +5.7 


Money and Prices 


Money supply 

Quasi-money 

Commercial bank assets 

Imported food price index 
(1972 = 100) 


Government Finance 


Government revenues 1790. 
Government expenditures 1560. 
Budget surplus or deficit +209. 
External public debt service 681. 


Balance of Payments 


Value of oil exports (FOB) 1594.0 
Non-oil exports (FOB) 39.4 
ZO0il exports to U.S. 15.4% 
Imports (CIF) 1147.3 
Recorded Imports from U.S.** 63.0 
Balance of trade +486 .2 
Balance on current account +35 .6 
Official loans and transfers358.6 
Overall balance +221.3 
Gross official reserves 438.6 
Net foreign assets 313.6 215. 


At 

126. 

2: 

1399. 

‘ 335. 

-31. +904. 

-351. +408. 

-101. +133. 

-144. +328. 
ts 609.7 
-31. 544.3 


Pa 
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* Includes some figures revised from previous Economic Trends 
Report. 

*k Does not include U.S. goods re-exported from U.A.E.; based 
on Omani figures. 


E = Estimated; P = Provisional 





SUMMARY 


With oil prices at a level more than twice that of early 1979 
and a major increase in oil production scheduled for later 
this year, the Sultanate of Oman looks forward in 1980 to at 
least $2.7 billion in oil export earnings. Primed by these 
increased revenues and by a number of new major projects, 
Oman's economy should show greater buoyancy in 1980 than in 
the last three years of relative stagnation. This should 
create new opportunities for American firms, which, according 
to provisional Omani estimates, doubled the value of their 
exports to Oman in 1979 (to an estimated $126 million, com- 
pared to $60 million in 1978) and now have 9 percent of the 
Omani market, compared to 6.3 percent in 1978. The decline 
of the dollar relative to other major currencies in recent 
years has made the prices of American goods more competitive, 
and the closer political and security cooperation between the 
American and Omani governments may lead to a variety of oppor- 
tunities for interested U.S. businesses. 


Although Oman's oil production fell by 6 percent in 1979 to 
about 295,000 barrels per day, this decline was more than 
offset by the increase in crude oil prices from $13.06 to 
$28.26 per barrel during the course of the year. Petroleum 
Development (Oman), Ltd. (PDO), owned 60 percent by the Omani 
government and 34 percent by Shell (the operator), is pressing 
forward with its $400 million program to develop Oman's new 
southern oil fields, and the higher oil prices have justified 
intensified use of secondary recovery techniques in the older 
northern fields. Total production is accordingly now expected 
to increase in late 1980 to about 350,000 barrels per day, 

near the peak level of 1976. The government has adopted a 
two-tiered price structure for its oil exports in early 1980: 
40 percent of total production has been sold since January 1 

at the official price of $30.20 per barrel, while the remaining 
60 percent is selling at rates that vary with market conditions 
($41 per barrel in January, $38.50 per barrel in February, 
$37.00 per barrel in March, and $35.50 per barrel for the sec- 
ond quarter). 


The assurance of substantial oil revenues through at least the 
mid-1980s led Oman in 1979 to move ahead on a number of long- 





delayed major projects. Consultancy contracts have been 
signed for Oman's first oil refinery (an award for construc- 
tion is expected to be made by June 15), a pipeline extension 
to provide natural gas to the site of a copper mining and 
smelting project in Sohar, a cement plant, and a steel re- 
rolling mill. Work on the Saudi-financed Nizwa-Thamrait 
highway connecting the northern and southern regions of Oman 
is underway, and the country's two major ports are improving 
their facilities. Expansion of the electric, water, and 
telephone networks is also in progress. Development of 
Oman's agricultural and fisheries resources, on the other 
hand, has thus far continued to lag, and the government has 
organized companies that will attempt to increase productivity 
in these areas during the course of the second (1981-1985) 
Five-Year Plan. 


The government's current financial position and the outlook 
for the next several years are excellent. Instead of the $315 
million deficit that was budgeted for 1979, provisional fig- 
ures show a $202 million surplus. The 1980 budget conserva- 
tively projects oil revenues of $2.75 billion, which will al- 
low spending increases of 27 percent in defense and 60 per- 
cent in civilian programs over actual 1979 levels. A 1980 
budgetary surplus of $64 million is officially predicted, but 
this figure represents the balance that is left after $412 
million (15 percent of net government oil revenues) is di- 
verted from the general budget and paid into a State General 
Reserve Fund for investment that Sultan Qaboos created in 
early 1980 to manage the unprecedented surpluses. Inasmuch 
as the shortages of technically-qualified government man- 
power that have resulted in substantial shortfalls in bud- 
geted civil development spending in recent years have not 
been eliminated, a similar shortfall should be expected this 
year as well, and the final budgetary surplus will thus al- 
most certainly substantially exceed the projected level. 


The 1979 oil price increases resulted in provisionally- 
reported balance of payments surpluses of $409 million (cur- 
rent account) and $328 million (overall) after deficits of 

$89 million and $98 million in those areas respectively in 
1978. Total exports, of which crude oil amounted to 95 per- 
cent, rose to $2.3 billion, while imports increased to $1.4 
billion. The United Kingdom remains the chief source of Omani 
imports, but its share of the market has declined from 23 
percent in 1977 to 17 percent in 1979. Japan holds second 
place with about 15 percent of the import market. 
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PETROLEUM AND MINERALS 


Petroleum sector. The most significant development of 1979 
in the petroleum sector, which remains the mainstay of Oman's 
economy, was the succession of crude oil price increases 
which more than doubled the price of Omari crude. The "base 
price" of Omani crude (for the 40% of production still going 
to the foreign partners in Petroleum Development Oman, Ltd. 
(PDO), which is owned 60% by the Oman government, 34% by 
Shell, 4% by C.F.P., and 2% by Partex) rose from $13.06 at 
the beginning of 1979 to $28.26 by December, an increase of 
117 percent. The government instituted an auction-like 
system to set the price for its 60% share of production in 
late 1979, and the prices set by this procedure for early 
1980 were over $40 in January, $38.50 in February, $37.00 for 
March, and $35.50 for the second quarter. These increases 
have resulted not only in a substantial growth of government 
revenues above anticipated levels, but also in a significant 
shift in production projections for the 1980s, as some of the 
previously-marginal smaller fields discovered in PDO's $400 
million exploration and production program in Dhofar province 
merit development at the higher prices, and expensive second- 
ary recovery techniques in the older northern fields can also 
now be economically justified. As a consequence, the gradual 
decline in oil production from 1976's average of 366,000 b/d 
to 1979's 295,000 b/d will soon be reversed. By late 1980 
daily production is expected to rise to about 350,000 barrels, 
a level very conservatively estimated to be sustainable through 
1984. 


Total oil reserves are now estimated by PDO to be in excess of 
7 billion barrels, with recoverable reserves estimated at 
about 2.0 billion barrels. To a certain extent this recovery 
ratio may be improved as the extremely complex geological 
structures, especially of southern Oman, come to be better 
understood. Long-term production possibilities will also 
partially depend on future developments in crude oil pricing. 


Active prospecting continues on- and off-shore by PDO and a 
number of foreign companies. In mid-1979 ELF Aquitaine Oman 
(France), Sumitomo Petroleum (Japan), and Wintershall AG 
(Germany) announced that they will bring into production in 

the fourth quarter of 1980 a 12,000 b/d field in the Butabul 
concession they share in western Oman near the Saudi border. 
This oil, estimated at 43 degrees API, will be piped through a 
new 70-mile pipeline (to be constructed by Williams Brothers 

of the U.S.) that will join the 270-mile Marmul-Qarn Alam pipe- 
line now under construction by an Indian firm for the transport 





of PDO oil from Dhofar to northern Oman. In a concession in 
western Oman held by Gulf, Quintana, and Occidental (all U.S.), 
there have been gas digoveries in commercial quantities, but 

a long-discussed sale of this gas to Dubai for use at its 
Jebel Ali aluminum works has yet to be concluded, and no alter- 
native customer has been found; exploration for oil in this 
concession is continuing. Gas and some condensates have been 
discovered in an ELF/Gulf/Cluff concession offshore in the 
Musandam area, but there are no present plans to go into 
production. Amoco, which took over operation of an offshore 
concession near Masirah Island in the Arabian Sea from Sun 

Oil, has had no luck to date in its drillings, and the same 
has been true for Cluff Oil (UK) in a small concession it 
operates in the Gulf of Oman. BP operates a concession in 
southern Dhofar on behalf of itself, Deminex (Germany), AGIP 
(Italy), and Hispanol (Spain), and will be drilling its first 
well in early 1980. 


This heightened activity, especially in PDO's Dhofar pro- 
duction program, has created excellent opportunities for U.S. 
oil field supply companies. Two of the six drilling rigs, 
for example, that together drilled over 400,000 feet in the 
PDO concession in 1979 belonged to SEDCO (U.S.), and a $5.25 
million consignment of Lufkin (U.S.) pumps was delivered in 


early 1980 for installation at the Marmul, Birba, and Qaharir 
fields. Kellogg Continental of the Netherlands (part of the 

U.S. Pullman Kellogg group) has the contract for engineering 

and construction management of the Dhofar oil field develop- 

ment project. 


A further result of the greatly increased oil revenues in 
1979-- and another opportunity for U.S. firms-- was the 
decision to move ahead with the long-delayed plans to con- 
struct a 50,000 b/d oil refinery, the first to be built in 
Oman, at a cost of over $100 million. A consultancy contract 
for the project was signed by Shell in late 1979, and a con- 
struction contract is to be awarded by summer 1980. The 
plant is expected to be built at Mina al-Fahal in the Capital 
area and managed by PDO. 


Non-associated natural gas reserves are estimated to be about 
4 trillion standard cubic feet down to abandonment pressure, 
enough to last 80 years at the unpressurized pipeline delivery 
capacity of 140 million standard cubic feet per day. Natural 
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gas has been used since 1978 to fuel the Ghubra power and 
desalinization plant, which had previously run on crude 
petroleum, and in late 1979 a consultancy contract was award- 
ed for a 120-mile pipeline extension to Sohar to provide gas 
for the copper mining and smelting project there due to be 
operational by 1982. While much associated gas is still 
flared, PDO is operating natural gas liquids plants at the 
Saih Rawl and Yibal fields and plans additional facilities 
at Fahud and Lekhwair. A plant initially producing 17,000 
butane gas cylinders per day for the domestic market is also 
expected to go into operation soon. 


Minerals. Aside from gas and petroleum, development of Oman's 
mineral resources is only beginning. In the major project to 
date, the government (75 percent) and subsidiaries of Marshall 
Exploration of the US (22.5 percent) and Prospection Ltd. of 
Canada (2.5 percent) formed Oman Mining & Company (Omco) in 
1978 to exploit Oman's reported 12-million-ton copper re- 
serves; the government may in the future buy out the private 
partners and convert Omco to a wholly government-owned enter- 
prise. The center for this development is to be Sohar, about 
140 miles northwest of Muscat on the Batinah coast. Of the 
estimated $140 million cost of this project, Saudi Arabia is 
granting Oman $100 million. In mid-1979 four consultants 
were named to oversee different aspects of the project: 

Golder Moffitt & Associates of the UK for mining, Kilborn Ltd. 
of Canada for the concentrator and (with Outokumpu Oy of 
Finland) the smelter, Cansult Ltd. of Muscat for a townsite, 
jetty, and roads, and Monenco Overseas Ltd. of the UK for 
power generation. Production, which is to commence in 1982, 
is to be about 20,000 tons per year of 98 percent concentrate. 
Chromite is also reportedly present in the same area in 
quantities sufficient to make its recovery economically justi- 
fiable and some think indeed that chrome may prove to be a 
more important resource for Oman in the long run than copper. 


While reports of other minerals to be found in Oman are still 
fragmentary, it appears that marble of good quality is pre- 
sent in commercial quantities and that there are significant 
deposits of gypsum that could be exploited. Other metallic 
and non-metallic minerals have been reported to exist in 
Oman, but insufficient studies have been completed to give a 
firm basis for assessemént of their extent and quality. 
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AGRICULTURE AND FISHING 


Agriculture remains the prime source of income for the majority 
of Oman's population, even though it and fishing account for 
only a miniscule 3 percent of GDP. Rural to urban migration, 
conservatively estimated at 5,000 persons per year (primarily 
young males going to Abu Dhabi and Muscat), continues to 
deplete the agricultural work force and contribute to the 
stagnation long characteristic of this sector. 


Along with the reliance on traditional techniques and the re- 
moteness of many farmers from the primary domestic markets, 

a major constraint on agricultural production in Oman is the 
scarcity of rainfall. Virtually all agriculture in Oman re- 
quires irrigation, and studies of groundwater protential are 
being made. In some coastal areas uncontrolled drilling has 
already led to salt water intrusion, and the government has 
begun to control drilling permits more closely. The government 
of Oman is considering a U.S. Army Corps of Engineers study, 
completed in late 1979, which proposes construction of catch- 
ment structures to hold rain runoff long enough to soak into 
the soil and recharge groundwater supplies. 


In late 1978 Oman Sun Farms (69 percent government, 30 percent 
Swiss Inter-Agro Holdings Ltd. and 1 percent private Omani) 
took over operation of a government-owned dairy farm at Sohar 
and a pilot farm in Salalah. Milk and beans from the Sohar 
farm have already been marketed locally, and production of 
corn and other vegetables is underway. The stock in Oman Sun 
Farms is being increased to allow more private Omani partici- 
pation, and the government now hopes that private Omani in- 
terests will eventually hold the controlling share. The farms 
are to serve as a demonstrator of integrated irrigated farming, 
provide a source of technical expertise, and organize an 
agricultural distribution network. However, whether many 
activities envisaged will be commercially viable is unclear. 
The export of green beans to the European winter market began 
in February 1980. 


With help from UNESCO, the British government, and the World 
Bank, an agricultural training center has been established 

at Nizwa to upgrade traditional farming and provide instruction 
in modern farming techniques. There are other government- 
operated agricultural research facilities in operation, and a 
two-acre pilot farm at Khabura, similar in size, location, and 
resources to its neighboring farms, is being operated by a 
staff from the University o& Durham (UK) and financed through 





PDO. Various other projects are experimenting with local 
production of rabbits, honey, and hydroponic vegetables. 


While agricultural prospects are conditioned by the avail- 
ability of water, fisheries resources offer a more unquali- 
fied potential. Oman's long coastline on the Arabian Sea 
and the Gulf of Oman constitutes a productive fishing ground 
that some experts believe could yield 10 times its present 
catch (unofficially estimated at about 40,000 tons ver year) 
without danger of over-exploitation. In addition to pelagic 
and demersal fish, Oman's waters are rich in mollusks (clams, 
oyster, abalone), crustaceans (lobsters, shrimp, crabs), and 
sharks. The government is concerned to develop these re- 
sources in a framework that allows traditional Omani fisher- 
men to participate in and benefit from such development. 


The Oman National Fisheries Company(ONFC) was organized in 
early 1980 by the government to act as the principal agent 
of fisheries development. It is owned 20 percent by the 
government, 20 percent by traditional fishermen, and 60 
percent by private Omani investors, and commenced operations 
with a working capital of about $3 million. Orie of its 
initial ventures, probably with a foreign joint-venture 
partner, is expected to be the construction and operation of 
a 20-ton per day cannery and fish processing plant near 
Salalah. A fishmeal plant is also to be included in this 
complex. 


Coexisting at least until 1981 with the ONFC will be a con- 
cession operated since 1977 by the Korean Overseas Fishing 
Company between Masirah and the Kuria Muria Islands. The 
Koreans bear the full cost of the enterprise and turn over 

to the government 30 percent of the catch, as well as provid- 
ing on-the-job training for Omanis. The government's share 
in this catch is expected to be transferred to the ONFC, once 
it is operating, at a price that will allow resale with some 
margin for profit. 


TRANSPORTATION AND COMMUNICATIONS 


Although much of the country's basic infrastructure is already 
in place, work is continuing to extend present port, road, 

and civil aviation facilities. Mina Qaboos, Oman's main 
deep-water port, handled almost 1.3 million tons of incoming 
cargo in 1979 and acquired a container-handling capacity. 





Its overall capacity is now about 2 million tons annually. 
During 1980 a new terminal is to be built with two 35-ton 
gantry cranes to speed container handling. Hochtief (W. 
Germany) is expanding Raysut harbor near Salalah to 1 
million tons annual capacity, and smaller ports or jetty 
facilities are planned for Sur, Sohar, and Khasab. Crude 
oil is exported from PDO facilities at Mina al-Fahal. 


Grove international (U.S.) in late 1979 completed an 88- 
kilometer highway linking the Capital area with Quriyat, 
and this route is likely to be extended south along the 
coast to Sur. The major towns of northern Oman are now 
linked by paved roads, and CCC Construction (Lebanon) is 
building a $400 million highway, financed by Saudi Arabia, 
from Nizwa to Thamrait in southern Oman. The Ministry of 
Defense Engineering Division is overseeing the construction 
of a graded 110-kilometer road network in the rugged terrain 
of the Musandam Peninsula which will link Musandam with the 
rest of Oman via existing paved highways in the U.A.E. 


Seeb Airport near Muscat has become a stopover for British 
Airways and UTA flights to the Far East. They, along with 
15 other carriers, provide service to over a dozen countries. 


The 3,000 meter runway at Seeb has been extended by 600 
meters to allow large aircraft to make use of it even during 
peak summer heat without reducing their loads. Salalah air- 
port, served by daily flights from Muscat, has been developed 
to meet international standards. Both airports are main- 
tained by Pan American. 


Oman's telephone system expanded from about 500 lines in 

1970 to over 11,000 by late 1978, and an additional 7,000 
lines are now being added in the Capital area. Substantial 
further expansion is envisaged for the next few years. Inter- 
national telex facilities were recently increased through work 
done by Siemens (W. Germany). California Microwave has been 
working under a $3.5 million contract to improve existing 
satellite stations and to build receiving stations at four 
new locations. Direct dial is now possible with many foreign 
countries. 


Prior to 1978, the Capital area was plagued by power shortages. 
In that year new facilities at the Ghubra power and desalini- 





zation plant were brought into production, and installed 
capacity in the Capital area was raised to 139 MW. Further 
capacity was installed in 1979, and contracts for about $9 
million were signed with Belgian and Japanese companies to 
supply equipment to meet demands through 1982. The govern- 
ment plans to increase electrification in the interior in 
1980 and is discussing with the IBRD plans to provide 
electricity throughout Oman. 


Water production and consumption, especially in the Capital 
area, are also rapidly increasing, with desalination supply- 
ing over 80 percent of the water near the Capital. Tenders 
have been invited for construction of water supply systems 
for Sur, Sohar, and Buraimi, and water systems for other 
towns in the interior are planned. 


COMMERCE AND INDUSTRY 


The government recognizes that Oman cannot depend on sub- 
stantial oil production for more than a relatively few years 
and has attempted, so far with only limited success, to 
diversify the economy and lessen its reliance on oil. To 
encourage light industry, an industrial area was established 
in Rusayl, where a Swiss-Omani joint venture (Amiantit Oman) 
has now been producing asbestos cement pipes for several years. 
Long-discussed plans call for a joint Kuwaiti-Omani cement 
plant, with an annual capacity of 1 million tons, to be 
located in Rusayl, and a 120,000-ton steel rerolling mill, for 
which a consultance contact was awarded in late 1979 to 

Dastur (India), is also envisaged. The implementation of 
both these projects remains uncertain. 


Oman Flour Mills, Ltd., owned 93 percent by the Oman govern- 
ment, has been in operation since 1977 and operates at a 
profit. It recently awarded a contract to a Swiss firm to 
manufacture and supply equipment for an animal feed pro- 
cessing complex, for which a potential market is thought to 
exist both in the U.A.E. and in Oman, where cattle herds are 
being increased and a slaughterhouse is being constructed. 


While final details of the Second (1981-1985) Five Year Plan 
will not be available until late in 1980, it is understood 
that increased emphasis will be put on encouraging private 





Omani interests, sometimes in joint ventures with foreigners, 
to develop light industries based on indigenous raw materials. 
The government may also modify its free-trade philosophy and 
provide tariff protection for such enterprises, as it did 
during 1979 for Amiantit Oman and in early 1980 for paints 
and ice cream. 


Tourism. With its miles of scenic beaches, stark and in- 
pressive mountains, numerous historical sites, and pleasant 
winter temperatures, Oman has all the requisites for a 
successful tourist industry, and there are already a handful 
of excellent international-grade hotels, all of which pre- 
sently operate at below 50 percent occupancy. The government 
has been very cautious to date in its policies concerning the 
influx of foreigners into the Sultanate, however, and there 
are no signs that any substantial liberalization in this re- 
gard is forthcoming. 


FINANCE AND FOREIGN TRADE 


After a fiscal crisis in the mid-1970s, the government adopted 
a centralized budgetary system that has greatly improved its 
control over expenditures. Most projects must be approved 

by the Development Council within the framework of the Five 
Year Plan, while the Directorate General of Finance keeps 
tight control over the capital and operating expenses of most 
ministries. The Ministry of Defense is exempt from these 
controls, but its spending, while substantial, has also been 
brought under closer internal scrutiny. 


The 1979 budget projected a deficit of $315 million, but the 
sharp increases in oil prices that occurred during the course 
of the year brought in additional revenues far in excess of 
that amount, and provisional figures show a final surplus 

for 1979 of 202-million. With oil revenues certain to be even 
higher in 1980, the government has at its disposition far 
greater resources to develop the country than previously. 

The 1980 budget conservatively estimates 1980 government 
revenues at £99 billion, which does not include $412 million 
(fifteen percent of projected net government oil revenues) 
which will be paid into a newly-created State General Reserve 
Fund for investment. Planned 1980 expenditures include $888 
million for defense, $715 million for current civil expendi- 
ture, and $964 million for civil capital expenditure (includ- 
ing government capital expenditure through PDO). While this 
capital expenditure figure is 37 percent above 1979 capital 
expenditure, it is extremely unlikely that more than 75 per- 
cent of it will actually be spent during 1980, as the govern- 
ment ministries were unable, largely because of the scarcity 





of technically-qualified personnel, to spend more than 47 
percent of the development budget in 1978 and 59 percent in 
1979. The budgetary surplus on hand at the end of 1980 
(which should at that time be transferred to the State Gen- 
eral Reserve Fund under the terms of the decree by which the 
Fund was created) is thus virtually certain to exceed by a 
substantial margin the $64 million that is officially anti- 
cipated. 


With 1979 oil exports rising to almost $2.2 billion and far 
outdistancing the smaller (9 percent) increase in imports, 
which reached almost $1.4 billion, Oman's trade balance is 
provisionally estimated at a surplus of about $905 million, 
up from $332 million in 1978. In spite of increased profit 
remittances by foreign firms in Oman ($136 million) and 
workers' remittances (mainly to India and Pakistan) that 
reached $284 million, the current accounts balance was none- 
theless in surplus by $409 million. Grant receipts (mainly 
from Saudi Arabia and the U.A.E.) were up from $20 million in 
1978 to $151 million in 1979, and direct foreign investment 
jumped by almost 300 percent to $86 million. The overall 
balance of payments, after being in deficit by $98 million in 
1978, showed a surplus of $328 million in 1979. This surplus 
should increase further in 1980. 


Provisional 1979 figures show that the U.S., while still 
ranking only fourth among the suppliers of Oman's recorded 
imports, increased its share of the market from 6.3 percent 
in 1978 to 9 percent in 1979. The leading suppliers in 1979 
were the U.K. with 17 percent of recorded imports (down from 
23 percent in 1977 and 21 percent in 1978), Japan with 15 
percent, and the U.A.E. also with about 15 percent 

(primarily re-exports from Dubai). No detailed or final 
breakdown of the composition of 1979 imports is yet available, 
but provisional figures indicate that the major categories 
were transportation equipment ($266 million, including $117 
million in passenger cars), industrial and building supplies 
($245 million), capital goods ($216 million), foods and bever- 
ages ($164 million), and consumer goods (also $164 million). 
The decline of the dollar relative to other major currencies 
has made U.S. products more competitive in Oman, but slow 
deliveries and lack of local presence continue to hinder the 
growth of U.S. exports to Oman. ~ 





Commercial banking has been consolidated after several years 
of rapid growth. There are now 20 commercial banks operat- 
ing in Oman, the Government-established maximum. Competition 
between these banks has been keen during the period of rela- 
tive economic stagnation in 1977-1979. The bulk of lending 
@ver 40 percent during the first three quarters of 1979) goes 
to financing the import trade, followed by construction and 
personal loans (each about 13 percent). The Central Bank of 
Oman plays an important role in supervising the commercial 
banks by conducting periodic bank examinations, imposing re- 
serve requirements, fostering an interbank money market, and 
holding down interest rates. It also is taking a larger role 
in handling receipts and managing the Government's foreign 
debt, rather than leaving these functions to leading foreign 
commercial banks, as in the past. The Omani rial remains 
pegged to the dollar (1 rial Omani = $2.92). 


IMPLICATIONS FOR THE UNITED STATES 


The economic outlook for Oman in the 1980s has changed dra- 
matically since the beginning of 1979. Oil production was 
then expected to continue its gradual decline from 1976, 
leaving Oman with less and less income to promote its still- 
tentative measures towards diversification of the economy. 
In 1978 there was a drop in oil revenues, as production 
declined by about 30,000 b/d and oil prices had remained 
constant over the year. The role of grants and concessionary 
loans from the wealthier neighboring states appeared likely 
to play an increasingly important role in the coming years, 
with a corresponding decrease in Oman's ability to control 
the directions in which --and indeed whether-- its economy 
would be developed. 


That gloomy scenario has now clearly been at least postponed 
until the last decade of this century, and Oman has been given 
a fresh opportunity to invest the wealth derived from its 
greater (but still modest in global terms) oil production in 
programs and projects that will develop the human and natural 
resources of the country. The government is aware of the 
transient nature of this opportunity and is implementing such 
measures as it can to lessen the dependence on oil. Being 
firmly committed to private enterprise and realizing that it 
lacks the technocratic expertise to create a state-run economy, 
the government plans to continue its reliance wherever possible 





on the private sector to manage the development of the 
economy and welcomes the participation of foreign firms and 
investors in joint ventures with Omani partners. Fisheries 
is one area in which U.S. firms might profitably contribute 
to the diversification of Oman's economy, and the development 
of such mineral resources as marble, gypsum, and manganese, 
which are thought by the government to be present in commer- 
cial quantities, might be another. There is a U.S. - Omani 
agreement allowing the Overseas Private Investment Corporation 
(O.P.I.C.) to insure American private investment here, and 
the Export - Import Bank can insure contractors. 


The majority of the American firms now operating in Oman are 
involved in petroleum and minerals. In addtion to the U.S. 
companies operating or participating in concessions for oil 
exploration (Gulf, Quintana, Occidental, Amoco, and Sun Oil), 
Williams Brothers International, Ray Geophysical, Sedco, and 
a number of other firms are involved in drilling, pipelines, 
and seismic exploration. Marshall Exploration of Houston is 
presently a partner with the government and a Canadian concern 
in Oman Mining & Company, the copper enterprise. Tetra Tech 
International plays an important role in advising the Minis- 
tries of Agriculture and Fisheries and of Petroleum and 
Minerals on the development of Oman's hydrocarbon, mineral, 
and water resources. 


American firms also play a significant role in the development 
of Oman's infrastructure. Pan American World Ariways main- 
tains Seeb and Salalah airports and provides design and 
supervision of navigational aids and other airport equipment. 
(The Federal Aviation Administration provides personnel li- 
censing, communications, and facilities planning assistance.) 
Roy Jorgensen Associates advises on road construction and 
maintenance. Grove International, which built the Ruwi- 
Quriyat highway, is the only America construction firm in a 
market dominated by British, Cypriot, Lebanese, and German 
interests, but increasing cooperation between the Omani and 
American governments in a variety of fields including se- 
curity, may create new construction opportunities for 
American firms with experience in infrastructural projects, 
especially port and airport facilities. 


Financial services is another area of opportunity for Ameri- 
can firms. Citibank does business with the major trading 
firms and with the government, while Chemical Bank has a 





management contract with the Bank of Oman, Bahrain, and Kuwait. 
Several American accounting firms and a U.S. law firm serve 
private businesses in Oman. The establishment in January 

1980 of the State General Reserve Fund may create opportuni- 
ties for U.S. firms able to provide financial management and 
investment advice. 


Although U.S. exports to Oman are estimated to have risen 
from $60 million in 1978 to over $88 million in 1979, 
further expansion of the U.S. share of the developing Omani 
market will not come easily. Some of the chief obstacles to 
increased U.S. exports are lack of local presence and conse- 
quent lack of knowledge of opportunities in Oman, slow 
delivery times, high shipping costs, the entrenched position 
of British firms and of British managers in Omani firms, and 
continuing stiff competition from other European and Asian 
firms. Omani businessmen and the Government are nonetheless 
interested in reliable, high-quality American goods, and the 
decline of the dollar vis-a-vis other currencies has made 
American prices more competitive. Favorable sales opportuni- 
ties exist for foodstuffs, air conditioners, telephone 
equipment, passenger and heavy vehicles, navigation and com- 
munications equipment, and data-processing equipment, among 
others. 


Under Omani commercial law, all firms exporting goods for 

sale in Oman must use a local agent who is an Omani national, 
and agency agreements are subject to approval by the Ministry 
of Commerce and Industry. U.S. firms seeking local agents 
will find that many of the most prominent Omani firms are 
wholly or partially owned by members of the royal family or 

by high government officials, and attention to the require- 
ments of American, as well as Omani, law is essential. Once 
an agent has been appointed, periodic visits by representa- 
tives of the U.S. firms are advisable both to demonstrate a 
continuing interest and to resolve practical problems that may 
arise. Business visitors to Oman have no problem finding hotel 
accommodations in the capital area. 


In contrast to the negotiated contracts of the mid-1970s, the 
government of Oman now prefers competitive bidding in the 
award of major contracts. To win a government contract, 

firms must usually be registered with the Ministry of Commerce 
and Industry and with the Tender Board, which is in charge 

of evaluating bids and awarding contracts, and have a local 





agent. A joint venture with an Omani partner is required 
for firms doing business in the private sector. The govern- 
ment has shown an interest in getting U.S. firms involved 
in such projects as the development of the oil fields in 
Dhofar, the construction of the new oil refinery, and the 
fisheries project near Salalah. The Omanis stress that 
firms must be present in Oman in order to win jobs. Con- 
tractors should be aware that they generally must import 
supplies through a local agent rather than directly from 
the manufacturer and that government regulations on employees’ 
housing ani labor practices are designed to protect Omanis. 


Oman is not an oil-rich nation in the same sense that Saudi 
Arabia, Kuwait, or the United Arab Emirates are, but its 
prospects for continuing the remarkable progress that it has 
made since 1970 on towards the end of the century are much 
brighter than -was thought a short time ago. By engaging re- 
liable local agents and by making periodic visits to Oman, 
American firms can participate in the growth of the Omani 
economy and contribute substantially to it. 
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